The study tested the impact of FDI and Gross Domestic Investment on growth in Malaysia, Thailand, Indonesia, and the Philippines-significant FDI recipients within the developing world in the last three decades. The study's time-series analysis employing the Autoregressive Distributive Lag (ARDL) technique suggests that the FDI is better than Domestic Investment for growth in Malaysia, Indonesia but not for Thailand and the Philippines where the reverse is true.
Background
Amongst developing world nations, the ASEAN-4 nations-Malaysia, Thailand, Indonesia, and the Philippines-have had a significant share of FDI inflows in the last three decades which have been accompanied by high growth. There appears to be a relationship between economic growth and FDI inflows in all the four ASEAN nations. Decreases in FDI are normally followed suit by decreases in growth and vice-versa as illustrated by Table 1 and Figures 1a through 1d. Thus, growth of the ASEAN-4 nations appears dependent upon FDI via multinationals and this dependence is thought to be especially risky against the backdrop of China's current lead as an FDI magnet coupled with India's potential as a second magnet in the near future which could siphon FDI away from the ASEAN-4 further.
Against an uncertain landscape and the rhetoric of the dependency literature that FDI is not as good as Gross Domestic Investment in promoting growth, the main purpose of this study is to test whether Gross Domestic Investment is indeed better than the neo-liberal FDI in promoting growth as postulated by dependency theorists, critiques and detractors of neo-liberal theory as well as of the larger globalization process characterized by the liberalization of trade and investment.
Extending the dependency argument further, it is postulated that growth driven by foreign entities is not as sustainable as growth generated by domestic factors of production since such growth depends on the robustness of foreign economies. In other words, growth based on domestic production factors is more sustainable since domestic governments are able to wield more control over them as opposed to foreign ones. It is also unclear that the ASEAN-4 economies deemed FDI-driven growth would be able to sustain their growth once this capital runs dry. In short, it is unclear whether ASEAN-4 economies are able to generate their own technology independent of the technology associated with FDI to propel growth.
Theoretical literature
The trend of a falling FDI which accompanies falling growth seems to lend some support to the theoretical perspective of development by dependency theorists, in particular to that of Santos' Structuralist Model of Dependence which points out that the growth in the periphery is very much subjected to the growth in the core (Gosh, 2001, Crane and Amawi, 1991) .
Other dependency theorists such as Dixon and Boswell (1996) , have postulated the concept of investment dependence based on the extent to which a country's economy is penetrated and controlled by FDI, which is referred to as penetration that is negatively related to growth rates in the long run. Dependency theorists are far more concerned with FDI than with portfolio investment in their measurement of investment dependence. Theorists and researchers sympathetic to dependency theory view investment dependence as a structural feature of a national economy which gives some degrees of economic and political power to those groups at the core. However, theorists and researchers working in the framework of neoclassical economy and neo-liberalism view investment dependence as a mere flow of resources into a country and that the growth rates of the ASEAN-4 nations make them ideal poster children for the free-flow of trade and finance.
Empirical Literature
The first literature surveyed is on the cross-national evidence of the effects of foreign investment and aid on economic growth by Bornschier, Chase-Dunn, and Rubinson (1978) . The study finds that economic growth tends to be positively related with FDI flows but tends to be negative with FDI stocks and is independent of geographical region. For Asia, FDI stocks show a significant negative effect on growth but flows only managed a small positive effect (Bornschier, 1980) . Jansen (1995) tests the impact of FDI on growth in Thailand after an upsurge of FDI is found to be of a different nature from the past inflows. The experience of Thailand shows that FDI helps to restore private investment and growth and that export-oriented FDI contributes sharply to an increase in export earnings. On the other hand, FDI also leads to an even sharper increase in import demand, so that the current account deteriorates and the external debt burden grows rather than declines. Although Jansen does not attribute FDI to cause external debt, it sets the motion an adjustment process that does lead to increased external borrowing. In short, the pre-1995 FDI inflow is both export oriented and import intensive. Dixon and Boswell (1996) study on the impact of both FDI and Domestic Investment Flows on growth supports dependency theory that domestic investment flows are better than FDI in generating growth. The results are based on a panel-study for developing nations which essentially look at differential productivity of FDI and domestic investments. Sun (1998) investigates the macroeconomic impact of FDI on China from 1979 through 1996. FDI has a significant role in promoting the economic growth of China through contributing to domestic capital formation, increasing exports and creating new employment. However, gross domestic investment is more robust than FDI in generating growth in the Eastern and Western regions of China. Hsiao and Shen (2003) study is based on the Harrod-Domar's model. This model assumes that FDI raises the productivity of capital through improved competition, positive technological externalities, and accelerated spillover effects. Hsiao and Shen (2003) find that FDI increases GDP and the increase in GDP in turn attracts FDI.
The next literature surveyed is by Mencinger (2003) who poses the question if FDI in developing transitional economies enhance the economic growth of selected Eastern European countries during the post-transition period, and if not, its reasons. Mercinger's correlation coefficients between growth and corresponding FDI are negative in seven out of the eight countries and remain positive for Lithuania. Even pooled data result is a negative correlation coefficient. Mercinger's annual cross-sectional regression between growth and FDI obtained a similar negative result. A similar negative result is obtained by cross-section data for each year and hence, one can conclude that there is a negative correlation between growth and FDI in six out of the eight years with 1997 having a positive sign and 1998, registering insignificant results (Mencinger, 2003) .
The final literature surveyed on growth is by Baliamoune-Lutz (2004) . Baliamoune-Lutz regresses FDI against growth and exports using time-series data. The study's null hypotheses are as follows: FDI drives growth; Export drives growth. The findings of the study show there is a strong negative correlation between the export ratio and economic growth in the post-1993 years which is the liberalized FDI era for Morocco. The two null-hypotheses that Baliamoune-Lutz accepted are: Growth does not cause FDI; Growth does not cause exports. In addition, FDI and exports have bi-directional causality, apart from having a positive impact from exports to economic growth. Growth is impacted by FDI both directly and indirectly.
Empirical Model
Hence to test the postulation of the neo-liberal and dependency theories on growth in the ASEAN-4 nations, the following model is proposed [Sahoo and Mathiyazhagan (2003) , Sun (1998 ), Borenzstein, Gregorio, Lee (1998 The main aim of this model is to verify the postulation of the dependency school that in terms of level of investment impact on growth, FDI is not as good as Gross Domestic Investment. Furthermore, the model will also test if FDI and exports are correlated with growth in the ASEAN-4 nations. Thirdly, the model will also verify the postulation of the dependency school that the neo-liberal FDI increases export dependency in the economy. Fourthly, the model will test if Human Capital Stock enhances growth in the ASEAN-4 nations.
Variables and Data
Growth, as the dependent variable, is measured by Gross Domestic Product Per Capita in constant 1995 prices using US dollars. The GDP Per Capita data are from the World Bank Development Indicators 2003 CD-ROM.
Collectively, ASEAN nations have been among the most important destinations for FDI in the last two decades (Abdul Rashid and Usmani, 2000) . Foreign direct investment is often thought to contribute to growth through technological progress (Borenzstein (1998 ), Choe (2003 , Li and Liu (2004) and managerial skill (Abdul Rashid and Usmani, 2000) . Both the neo-liberal and dependency theories agree that FDI inflows tend to impact growth positively. Hence, the null hypothesis that FDI drives growth is tested. The FDI variable is nominal FDI inflows in terms of % nominal GDP. The FDI flows' data are from UNCTAD's online database. Because of data limitations, the level of FDI penetration which requires the use of stock data is not tested.
Most capital dependency research would support the view that an investment of foreign capital will ordinarily return some productivity improvement but at a lower level than would accrue from a comparable level of domestic investment (Dixon and Boswell, 1996) . Hence, the null hypothesis that gross domestic investment brings a greater yield to growth levels than would FDI is also tested in this study. Gross domestic investment will be measured in terms of % GDP in current prices and sourced from the World Bank Development Indicators 2003 CD-ROM. From the point of view of dependency research, both the FDI and Gross Domestic Investment measurements reflect the level of investment in the ASEAN-4.
Dependency theorists postulate that foreign investment from the advanced capitalist states promotes export and import dependent forms of development (Jaffee, 1986) . Samir Amin (1976) elaborates that the general condition of "extraversion"-an excessively outward-looking economic structure finds its source not only in the evolution of colonial trade patterns, but also in the investment of foreign capital into export activities. Amin further elaborates that while there is explicit recognition that capital will be directed toward both the primary product and or manufacturing sectors, which the latter is more relevant to the ASEAN-4 case, the net effect will be a further dependence on external markets.
In opposition to the dependency thesis on the sources of trade dependence, a long tradition in the neo-classical economics focuses on the "natural" limits and factor endowments that lead nations to depend on external markets. According to this perspective, under a certain set of conditions international trade is not only rational but optimally beneficial strategy for meeting economic needs (Jaffee, 1986).
There are several postulations on the precise economic and social consequences of trade dependence. Some argue that a dependence on external trade hampers economic growth due to dramatic fluctuations in world market prices and the inability to make long-range economic plans, given the vagaries of an uncontrolled external market [Prebisch (1959) in Jaffee (1986)]. Others highlight the enclave nature of trade dependent economies and the subsequent lack of balanced and sectorally articulated economic growth [Amin, (1976) and Cardoso and Faleto (1979) in Jaffee (1986)]. Some economists advocate export-oriented strategies as the best means for overcoming underdevelopment and stimulating growth [Krueger (1978) in Jaffee (1986)]. Kohpaiboon (2003) best captures the scenario for the ASEAN-4 nations by stating that FDI better affects growth under an export-promoting (EP) regime than an import-substitution (IS) one because FDI as well as Gross Domestic Investment under an IS regime mostly takes place in sectors characterized by high capital intensity in production where the host country does not have comparative advantage. All the ASEAN-4 nations now emphasize an EP regime over an IS one. To demonstrate export dependence, this study will measure export in terms of the total value of goods and services expressed % GDP in nominal terms sourced from World Development Indicators CD-Rom 2003.
Human capital will be the rate of adult illiteracy sourced from the World Bank Development Indicators 2003. It is intended to measure the basic educational level of the stock of the population. Human capital stock enhances growth (Sun, 1998) . The model will be estimated in the log form.
Bounds Test Approach
Based on Pesaran et. al. 2001 modeling approach; the maintained assumption that the time series properties of the variables included in Equation (1) where is the first-difference operator, t u is a white noise disturbance term. Equation (4) can also be viewed as an ARDL order of (p, q, r, s, v).The structural lags are determined by using minimum Aikake's information criteria (AIC). In this case, the long-run elasticity is derived by dividing each of the one lagged explanatory variable by the coefficient of the one lagged dependent variable.
After obtaining Equation (4), the Wald test (F-statistic) was computed to discern the long-run relationship between the concerned variables. The Wald test can be conducted by imposing restrictions on the estimated long-run coefficients of, DOM, FDI, EXPT, HC, and GDP. The null and alternative hypotheses are as follows: The computed F-statisic value will be compared with the critical values tabulated in Table CI (III) of Pesaran et al. (2001) . If the computed F-statistic is smaller than the lower bound value, then the null hypothesis is not rejected, then there is no long-run relationship between growth and its determinants. Alternatively, if the computed F-statistic is greater than the upper bound value, then growth and its determinants share a long-run level relationship. However, if the computed F-statistic falls within these bounds, the inference would be an inconclusive one.
Bounds Test Results and Discussion
The Bounds Test was used on all models to investigate the presence of a long run relationship among the variables specified for each country. In Table 2 (2)=c (3)=c (4)
at the 5% confidence level for all ASEAN-4 nations. The computed F-statistic for Malaysia at 14.30421 is greater than the upper critical bound of 4.68 for the 1% significance level, and hence the null hypothesis of no cointegration is rejected at that level. Similarly, Thailand's computed F-statistic of 3.930668 is greater than the upper critical bound of 3.79 and the null hypothesis is rejected at the 5% upper bound critical value. The computed F-statistic for Indonesia at 6.122780 and the Philippines at 4.693430 are all rejected at the 1% upper bound critical value.
Based on the test results, it is concluded that there exists a steady-state long-run relationship amongst Domestic Investment, FDI, Exports, Human Capital, and GDP Per Capita for Malaysia, Thailand, Indonesia, and the Philippines. In other words, for Malaysia, Thailand, Indonesia, and the Philippines, these variables do not move "too far away" from each other in the long-run.
The computed results of the long-run elasticities of the determinants of GDP Per Capita are shown in Table 3 .
The estimated results show that for Malaysia, Domestic Investment, FDI, Exports, and Human Capital significantly and positively influence the level of GDP Per Capita. Human Capital is said to have a positive relationship with GDP Per Capita because the "illiteracy rate" used in the study has the correct negative sign which corresponds to a positive sign had "literacy rate" been used instead in the estimation. This is true of the study's other three ASEAN nations. The estimated coefficients imply that a 1% increase in Domestic Investment, FDI, and Exports will lead to a rise in GDP Per Capita by 0.1647%, 0.2122 %, and 0.3762% respectively. However, a 1% increase in the rate of illiteracy (Human Capital) will lead to a decrease of GDP Per Capita by -0.5135%. The significantly positive values for coefficients 1 , 2 , 3 conform to both neo-liberal and dependency theories. The negative value of the rate of adult illiteracy (Human Capital) also conforms to neo-liberal and not contested by dependency theorists. However, the neo-liberal and dependency theorists differ on their postulation of the size of 1 and 2 . A more robust coefficient for FDI as opposed to Domestic Investment means that 2 contributes more to growth than 1 .
Hence, FDI flows are better than Domestic Investment flows in promoting growth in Malaysia which invalidates the postulation of FDI flows are not as good as Domestic Investment flows in promoting growth as hypothesized by the dependency side. As previously mentioned, this postulation comes under the "level of investment" argument which is rhetorical in dependency theory literature. This finding is supported by Wong and Jomo (2005) who stressed the importance of FDI on the Malaysian economy.
For Thailand, the estimated results show that only Domestic Investment, Exports, and Human Capital are significant determinants of growth in the nation. As such, a 1% increase in Domestic Investment and Exports will lead to an increase in GDP Per Capita by 0.2648 % and 0.2775 % respectively. A 1% increase in adult illiteracy rate will lead to a fall of -0.7360 % in GDP Per Capita. FDI is not significant in determining growth in the model. The significantly positive value for coefficient 1 and the insignificance of 2 validates the hypothesis that FDI is not as good as Domestic Investment in promoting growth. Hence, this finding lends support to the dependency school of thought and challenges the viewpoint that capital is capital regardless of its origin as put forth time and again by the neoliberals (Chang, 2003) . Similar to Malaysia, Indonesia's estimated results show that all four determinants in the study significantly influence the level of growth. Subsequently, a 1% increase in Domestic Investment, FDI, and Exports will lead to an increase by 0.397 %, 0.9046 %, and 0.2126 % respectively. Conversely, a 1% rise in the adult illiteracy rate (Human Capital) will reduce growth by -0.7395 %. The larger coefficient of 2 than that of 1 lends further support to the neoliberal school. Indonesia's result shows that indeed FDI is better than Domestic Investment in promoting growth. This finding conforms to Sjoholm (2002) and Thee (2005) .
In the case of the Philippines, only Domestic Investment and Human capital are significant in determining the level of growth in the nation. A 1% increase in Domestic Investment will lead to a 1% increase in growth but a 1% increase in the rate of adult illiteracy will deteriorate growth by -0.2143 %. Unexpectedly, FDI and Exports are not significant in determining growth. Hence, given that 1 is significant and 2 is insignificant, then the postulation that FDI is not as good as Domestic Investment is strongly supported here. This finding naturally further challenges the postulation of the neo-liberal theorists and conforms to Chang (2003).
Conclusion
The study compares and contrasts the "goodness" of two types of investments namely domestic investment with FDI in determining growth for four ASEAN nations spanning from 1970 to 2001 using the ARDL approach. ARDL developed by Pesaran et.al (2001) is most suitable for small sample size studies such as this. Exports and the rate of illiteracy were included to help explain the level of GDP per capita in each nation. Essentially, this study tests the postulation of dependency theorists that FDI is not as good as Domestic Investment in promoting growth and conversely that of neo-liberalism theorists that capital is capital regardless of origin and that FDI brings about many growth enhancing benefits to host-countries.
Several important conclusions may be deduced from the growth model's estimation results. First, Gross Domestic Investment is common to all growth models in helping to explain growth levels. Second, FDI is significant in explaining growth levels only as far as Malaysia and Indonesia are concerned. Injecting more FDI as opposed to Domestic Investment will do much more to generate growth since the postulation of the neo-liberals appears valid in Malaysia and Indonesia. Both are great showcases in advancing the neo-liberal argument in "harnessing" globalization to promote economic growth. Alternatively, any downturn in FDI would also mean decreases in growth levels for both nations. Hence, it is also important that domestic investment be promoted more aggressively for sustainability of economic growth (Ariff, 2007) . Thailand would appear to do better in promoting growth by focusing on domestic investment. The same argument appears valid for the Philippines.
In tandem with the neo-liberals, dependency theorists do not dispute the contribution of FDI flows to growth but the insignificance of FDI towards promoting growth in Thailand and the Philippines does not fall neatly in either school of thought. Perhaps, dependency theorists ought to adopt a more critical stance on FDI inflows by reviewing its automatic association with positive growth given the emergence of a new body of empirical evidence which warrants a rethink of this postulation (Mercinger, 2003) .
Thus, the alleged importance of FDI via TNCs in the ASEAN region and the larger East Asian regional development can be challenged with regards to Thailand and the Philippines.
Third, exports are robust in determining growth levels in all nations except for the Philippines. Rasiah (2004) finds exporting manufacturing to be significant to growth levels in Malaysia, Thailand and Indonesia. It is well-known that there has been a strong FDI participation in the leading export manufacturing branches of electric-electronics and textile-garment in Malaysia (Rasiah, 2004) . However, exports appear not to be significant in elevating growth levels in the Philippines. Bello (2005) postulates that export-oriented growth that was pursued by Newly-Industrialized Countries (NIC) is no longer possible especially for the Philippines in an era of tremendous manufacturing overcapacity and the resulting protectionism in developed-country markets that this has spawned. Even if developed-country protectionism were not a problem, export-oriented manufacturing would not be an advantageous strategy given, the tremendous advantage that China has in labor costs (Bello, 2005) . Similar to Bello, Ariff (2007) predicts that after the Asian Financial Crisis debacle, the next crisis is likely to witness a stronger ringgit and weaker external demand for both primary commodities and limit Malaysia's ability to export out of the crisis. Hence, he maintains that FDI and exports can never be substitutes for domestic private investment and consumption expenditure.
Not surprisingly, literacy is an important factor in determining growth levels in all four nations. Hence, having a high percentage of literate adults would do much to boost FDI levels and it reinforces the need to assure quality education at the primary level although some ASEAN-4 governments tend to pay more attention to the tertiary education as opposed to primary. As such an education policy to ensure that all primary school children are literate which includes numerical literacy would serve these nations well in the long run. The Philippines had achieved universal primary enrollment much earlier in the 1970s, than the other Southeast Asian nations. Unfortunately, there has been a marked decline in access and quality of education in the Philippines, and there exists wide regional differences. It is estimated that two thirds of primary school children do not complete primary education and rate of completion varies by region. The level of attainment of basic knowledge has also diminished. The school system is socially regressive since children from poor families have access only to public schools and suffer all the consequences regarding quality. Despite the fact that it is government funded public school, parents are still expected to contribute to one third of their child's education [World Bank (2000) in Pangestu (2000)]. Hence, all four nations should formulate educational policies aimed at raising educational attainment to enhance human capital as well as growth (Te Velde, 2002) . Note: * ** *** denote significant at the 1%, 5%, and 10 % significance levels respectively
The above table illustrates the results of the cointegration test for growth and its determinants. The long-run elasticity of each of the explanatory variable is calculated by dividing the long-run coefficient of an explanatory variable with the long-run coefficient of the dependent variable which in this case is the Growth variable and multiplying it with the negative term. Normally the long-run coefficients are larger than the short-run coefficients. However, in this study there are instances when the reverse is true and this is the result of the lag lengths chosen for the short-run period. The above table shows * / ** as denoting significant at the 1% and 5% levels, respectively. Malaysia's long-run results in as presented in Table 5 show that all the variables are significant at the 5% level with the correct sign either in the neo-liberal or in the dependency school of thought. The F-statistic, which tests the overall significance of variables, justifies the inclusion of all variables in the growth model. The R-squared as well as Adjusted R-squared values suggest that at least over 80% of the variations in growth the level is explained by the variables included in the model. Hence, the overall fit of the model is good. The model also passed all diagnostic tests specified in the same table which renders the long-term estimates of this model to be reliable. The significance of the long-run dummy variable suggests that the economic downturn years have had an impact on Malaysia's economic performance. Thailand's long-run estimated results as in Table 6 show that exports and the rate of illiteracy are significant at the 5% level while Gross Domestic Investment is significant at the 10% level of significance. FDI however is not significant. The results have the correct signs in either the neo-liberal or the dependency school of thought. The F-statistic shows that the overall model is very significant. The long-run dummy variable is significant at the 10% level and hence, retained in the equation. The high R-squared and adjusted R-squared suggest that almost 80% of the variables in the equation explains growth in Thailand. This model also passed all the diagnostic tests specified in the same table. Indonesia's long-run estimated results indicate that all variables are significant at the 5% level of significance as illustrated in Table 7 . In fact, FDI and exports are significant at the 1% level of significance. The high significance of the long-run dummy variable strengthens its inclusion in the model. The variables have also the right signs that conform to either the neo-liberal or the dependency school of thought. The overall F-statistic shows that the entire model does well in explaining growth in Indonesia. The R-squared and the Adjusted R-squared indicate that almost 90% of the variables in the model explain growth in Indonesia. This model also passed all diagnostics tests. The Philippines' long-run estimated results show that all variables except FDI and exports are significant at the 10% level as shown in Table 8 . However, Gross Domestic Investment is the most robust since it was significant at the 5%. The 10% significance level of the long-run dummy variable allows for its inclusion in the model. All variables have the correct signs and conform to either the neo-liberal or the dependency theories. The F-statistic's significance at the 5% level is an indication that the entire model is good at explaining the level of growth in the Philippines. The R-squared and Adjusted R-squared suggest that at least 68% of the variables in the model explain the growth level in the Philippines. This model is deemed reliable since it passed all diagnostics tests. 
